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THE PRESIDENT PROPOSES A DEBT MORATORIUM 


’ » i) ‘ ra pf \ 


S declaration in favor 
1 of a one-year mor. rium on reparation and 
war debts is one of the most dramatic and impor- 
tant events since the Armistice. It is possible 
that his proposal will avert a social and economic 
collapse in Germany and Austria, give a psycho- 
logical stimulus to world economic recovery, and 
lead to the political reconciliation between Ger- 
many and France which is an essential prelude to 
the Disarmament Conference of 1932. 


It is seldom that a political declaration of such 
importance is announced so suddenly. Only a few 
weeks ago the administration resisted every sug- 
gestion of reopening the debt question. In In- 
dianapolis on June 15, the President minimized 
the importance of foreign trade to the United 
States, declaring that we could recover a large 
part of our prosperity “irrespective of the rest of 
the world.” Nevertheless, reports from Secretary 
Mellon in Europe (followed by an appeal on June 
21 from President von Hindenburg), as well as 

: indicated that the situation was 


‘ous. The near failure of the 

aA 

coverage Oi viic el 
ginning of a panic on the Perlin Borse, and th 


widespread belief that grave ancied yes a would 
spread throughout Central Europe if some form 
of relief were not forthcoming, caused the Presi- 
dent to act quickly. On his return from the Mid- 
dle West, Mr. Hoover immediately called together 
a number of political leaders, and on June 19 is- 
sued a statement declaring that their conversa- 
tions had been directed toward “strengthening 
the situation in Germany.” 


The next day the President dramatically pro- 
posed: 

“Subject to confirmation by Congress, the American 
government will postpone all payments upon the debts 
of foreign governments to the American government 
payable during the fiscal year beginning July 1, next, 
conditional on a like postponement for one year of all 


payments on intergovernmental debts owing the impor- 

tant creditor powers.” 
Although the intergovernmental debts were “sup- 
portable in normal times,’’ Mr. Hoover declared 
that they weighed heavily in the midst of the de- 
pression. Because of the fall in commodity prices 
and the lack of confidence in political and eco- 
nomic stability abroad, there had been an ab- 
normal movement of gdld init6 the United States 
which lowered the credit stability of many foreign 
countries. “These and the’ other difficulties 
abroad diminish buying power for our exports 
and in a measure are the cause of our continued 
unemployment and continued lower prices to our 
farmers.” The purpose of the moratorium, there- 
fore, was “to give the forthcoming year to the 
economic recovery of the world.” This statement 
was endorsed by twenty-one Senators and eight- 
een Congressmen from both parties, and by Owen 
D. Young and Charles G. Dawes. 


The response to the President’s proposal was as 
dramatic as the proposal itself. In almost every 
: may 
entnusiasm reached a level hkaewen only to the 
prosperity era and the German mark rose 344 
points; in Europe similar gains were recorded. 


The one government whose attitude toward the 
moratorium is still in doubt is France. The 
Hoover moratorium provides for the temporary 
suspension of both the conditional and the uncon- 
ditional payments of Germany, totalling about 
$406,000,000. The conditional payments, repre- 
senting 59 per cent of this sum, are designed to 
cover the Allied debt payments to the United 
States. Most of the remainder goes to France on 
account of its devastated areas. That the Hoover 
proposal imposes a larger sacrifice upon France 
than upon Great Britain or Italy, therefore, is 
apparent as the following table indicates: 


" = — - 
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NET SACRIFICE OF THE LEADING CREDITORS 


France $87,000,000 
Great Britain 
Italy 


United States 246,000,000 


While France is willing to suspend the condi- 
tional payments, it is still doubtful whether the 
Paris government will consent to a moratorium 
on the unconditional payments netting about $87,- 
000,000. The French government is confronted 
with a serious deficit; and even if there were a 
surplus, the political relations between France 
and Germany are so strained that many French- 
men believe that Germany would refuse to resume 
any payments following the end of a moratorium. 
There is, moreover, no provision for a mora- 
torium on unconditional payments in the Young 
Plan. 


Nevertheless, witnessing the world-wide en- 
thusiasm with which the Hoover proposal has 
been accepted, French opinion has undergone a 
visible change. France apparently is beginning 
to realize that a rejection of this proposal would 
mean not only its diplomatic isolation, but the 
collapse of the Young Plan as a whole. Great 
skill in negotiation must be employed, however, 
if the consent of France is to be secured. Having 
raised the hopes of the entire world, the United 
States must bend every effort to prevent the fail- 
ure of the moratorium. 


Despite its great psychological importance, a 
one-year moratorium of itself is not likely to af- 
ford permanent relief to Germany or overcome 
the present world depression. But it will give the 
world a breathing space in which to re-examine 
the reparation and inter-Allied debt questions. In 
his statement of June 20, President Hoover de- 
clared: “I do not approve in any remote sense of 
the cancellation of the debts to us.” Neverthe- 
less, he emphasized the fact that the basis of our 
debt settlements was the “capacity to pay” of the 
Allies, and that “our government should recog- 
nize the situation as it exists.” Obviously the 
capacity of the Allies will be affected if Germany 
should prove unable to resume full reparation 
payments at the end of the moratorium. More- 
over, a re-examination of the respective capacities 
to pay of Great Britain and France would prob- 
ably reveal that we are overcharging Great 
Britain. In the original debt agreements, the 
United States (on a 5 per cent basis) reduced 
the French debt 52 per cent, and the British 
only 28 per cent; but it is a matter of common 
knowledge that today the economic condition of 
France is much more sound than that of Great 
Britain. Finally, the value of money has consid- 
erably increased since the debt agreements were 
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made, thus increasing their burden. All of these 
factors may make it possible for the United States 
to revise the debt settlements without accepting 
the principle of cancellation, and for the Allies to 
make a similar revision in reparation demands. 
In strengthening the international position of 
the United States by his moratorium proposal, 
President Hoover has incidentally mended his 
political fences at home. Politicians have re- 
peatedly declared that, except for a few intellec- 
tuals and bankers, the country was unanimously 
against any debt action. Yet the President's 
proposal has met with enthusiastic response from 
nearly every section of the country. This reception 
once more demonstrates that American opinion 
will respond to intelligent leadership on behalf 
of a just cause. It should encourage the Presi- 
dent to take a vigorous initiative in regard to 
other international questions before the country, 
such as the World Court, the League of Nations 
and the Pan-American Arbitration Treaty. Soon- 
er or later we must give a satisfactory answer to 
these questions if the United States is to assume 
its rightful place in the community of nations. 


RAYMOND LESLIE BUELL 


Gémez Comes Back 

With the resignation of President Juan Bautista 
Pérez of Venezuela on June 13, the politico 
economic crisis which has been simmering during 
the past three months took a more serious turn. 
During April and May rumors of revolt along the 
Colombian border leaked out of the country. I 
was during this period also that the economic de 
pression began to affect Venezuelan prosperity. 
Petroleum shipments were reduced, with a conse- 
quent drop in revenue, by the action of American 
oil companies in restricting imports into the 
United States, and from June 1930 to January 
1931 expenditure exceeded revenue by about 46 
per cent. 

That improvement of these conditions depends 
upon determined measures was indicated by the 
fact that after forcing the resignation of Bautista 
Pérez, Congress called on General Juan Vicente 
Gémez to assume the Presidency, a post which he 
relinquished voluntarily in 1929 to become Min- 
ister of War. General Gémez has dominated 
Venezuelan politics since 1909. He has now aske¢ 
Congress for unlimited powers and has announcet 
to that body that it alone “‘will be responsible for 
the results.” E. G. 


Mustapha Kemal of Turkey, by H. E. Wortham. Boston 
Little, Brown and Company, 1931. $2.50. 
A brief popular biography by a fervent admirer of th 
Turkish dictator. 
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